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According to a report produced by the Chilean government's copper commission (Comision Chilena
de Cobre, COCHILCO), copper production by the country's private companies will for the first time
surpass the combined output of the government's two largest companies: Corporacion Nacional del
Cobre de Chile (CODELCO) and Empresa Nacional de Mineria (ENAMI). The COCHILCO report,
issued in late November, said the Chilean private sector would produce almost 60% of Chile's total
copper output this year, while the two state-owned companies would only account for about 40%.
Furthermore, the report projected that CODELCO and ENAMI would only account for 35.3% of
Chile's total copper production by 1998, leaving almost two-thirds of the country's output to private
companies. The recent reduction in the percentage of total copper production by the Chilean state
enterprises can be attributed to a combination of two factors: a major expansion of the country's
total output and the success of the government's recent program to privatize a large percentage
of the copper industry to attract new investment (see NotiSur, 11/03/94). Many of the new private
investors in Chile are mining companies from the US, Australia, and Canada, although a number of
Chilean mining companies are also participating in copper extraction. \
Still, despite the reduction in its share of total production in Chile, CODELCO remains the largest
copper company in the world, producing 1.14 million metric tons per year. The influx of private
capital into the Chilean copper industry has allowed overall copper production to expand in recent
years. Indeed, last year almost two-thirds of all foreign investment in Chile went to the mining
sector, mostly to copper-mining operations. According to COCHILCO, Chile is expected to expand
its copper production to about 4.33 million MT by the year 2000, a sharp increase from the 2.55
million MT projected for this year. In July, Chilean government sources reported that copper
production increased by 8.2% in the first quarter of 1995 compared with the same period in 1994.
Indeed, the sources said copper production was the single most important factor in promoting
economic growth in Chile during January- March 1995 (see NotiSur, 09/21/95).
A key element of the privatization program was the partial privatization of El Abra mine, in which
a 51% share of the operation was sold to US-based mining company Cyprus Minerals. El Abra,
which is expected to begin production in mid-1997, will become one of the largest open-pit and
underground copper mining complexes in the world. The facility is expected to generate some
US$250 million in additional annual copper earnings for Chile. The opening of the new Zaldivar
mine in late November and the recent start- up of large operations such as Collahuasi have greatly
enhanced Chile's potential copper output. A number of other private mining companies have
also announced plans to begin expansion this year. For example, La Escondida mining company
expects to open a new deposit sometime in December or January. La Escondida's chief executive
officer Kenneth Pickering told reporters in early December that the new deposit would expand the
company's production capacity to 800,000 MT, compared with 500,000 MT anticipated for this year.
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 3

LADB Article Id: 55849
ISSN: 1060-4189

Separately, management sources at Mineria Zaldivar said the company plans to open up two new
deposits in the near future. One deposit was discovered near the main Zaldivar mine, while the
other deposit Pinta Verde is located in an area adjacent to the existing operation.
According to the sources, the two new deposits could greatly boost the company's production
capabilities. The main Zaldivar mine is expected to produce about 125,000 MT of copper cathodes
this year. Meantime, in early November CODELCO announced pre-tax profits for JanuarySeptember at a record US$1.3 billion, based on total sales of US$2.89 billion. According to
CODELCO sources, the profit rate for January-September is more than 50% higher than the pre-tax
profits reported for the same period in 1994, when profits were reported at about US$879 million.
Company officials said this year's increase is even more significant when considering that last year's
profits included revenues from the sale of El Abra for US$330 million.
CODELCO's increased earnings are attributed principally to a reduction in operating costs and
strong demand in the US, one of Chile's principal markets. Among other things, the company
reports its production costs have continued to decline, and are expected to continue to drop
gradually to between US$0.40 and US$0.45 cents per pound by the year 2000, compared with about
US$0.57 cents per pound in 1993. CODELCO's vice president for administration and finance, Marcos
Lima, told the daily business newspaper Estrategia that because of the strong demand, the US and
Europe were able to absorb the increase in production. According to Lima, CODELCO's total copper
output in January- September reached 841,200 MT, or 30,000 MT higher than during the same ninemonth period in 1994.
Nevertheless, according to an investigation presented by the International Copper Study
Group (Grupo Internacional de Estudios del Cobre, GIEC), Chile may have to find new markets
for its increased copper. Consumption is expected to remain stable in the US and European
countries, which have been the traditional markets for copper. "These countries will not be able
to expand their usage of copper significantly, since they have already reached a very high level
of development," said GIEC executive secretary Valentin Daniels, who addressed a forum on the
copper market in Santiago during late November.
On the other hand, Daniels noted that the possibility of strong growth in Latin America and Asia,
where per capita consumption remains at 2 to 3 pounds compared with 16 pounds in Europe and
24 pounds in the US, will help improve the world market outlook for copper. According to Daniels,
countries in these regions are undergoing a series of economic transformations that require a "more
aggressive" development. Other industry officials have made the same forecast.
For example, Tapani Jervinen, director of Mineria Zaldivar, told the electronic news service COPESA
that the increased demand in the Pacific Rim and other parts of Asia could help absorb a large
portion of the increased global copper production. "We calculate that global copper consumption
is currently at 10 million MT per year," he said. "An expected annual increase of 2% in demand will
require additional production of close to 100,000 MT year."
Jervinen said he did not anticipate a situation where supply would outstrip demand. As for global
copper prices, Daniels said the strong demand for copper in the US has been more of a factor in
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strong prices this year than any speculative activities in the copper futures markets in New York
and London. "The price of copper is sufficiently elastic to respond to movements in supply and
demand," he said. Daniels said a recent surge in copper futures prices in New York was directly
related to a tightening of supplies in US warehouses.
In early November, the December copper futures contract in New York reached US$1.32 cents
per pound, one of its highest prices of the year. According to copper market analysts, the increase
was based on concern that copper supplies in US warehouses had become tight. Indeed, the
copper market has recovered significantly since mid-1993, when a sharp decline in demand in
industrialized countries and a large increase in copper stocks drove prices below US$0.70 cents per
pound. Prices recovered to US$1.10 cents by year-end 1994, as demand recovered in the US and
Europe.
The steady recovery of the copper market has carried over into this year. According to a report
from the UN's Economic Commission on Latin America and the Caribbean (ECLAC), global copper
prices rose 26% in January-June of this year, compared with the same period last year (see NotiSur,
11/16/95). Daniels said he did not anticipate any sharp increases or declines in 1996, since global
supply and demand appears to be in balance. "I would be very surprised if the price drops below
US$1.00 per pound," Daniels said. "I think prices will remain at about US$1.10 per pound. (Sources:
Reuter, 11/01/95, 11/02/95; Copesa, 11/04/95; Estrategia, 11/01/95, 11/03/95, 11/15/95, 11/29/95; Inter
Press Service, 11/21/95)
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